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THE  QUANTITATIVE  THEORY  OF  MONEY 


BY  WILLIAM  DODSWORTH. 


The  chief  contention  of  Mr.  Bryan  and  his  followers  during  the  recent  cam- 
paign was  that  the  quantity  of  money  determines  prices  and  that  the  demonetiza- 
tion of  silver  was  the  cause  of  a long  era  of  low  prices  for  farm  products,  manu- 
factured articles  and  real  estate.  We  print  herewith  two  articles  by  Mr.  William 
Dodsworlh,  editor  of  the  New  York  Journal  of  Commerce,  which  have  been  pub- 
lished therein,  and  present  such  a convincing  array  of  facts  and  arguments  in 
opposition  to  the  quantitative  theory  of  money  that  it  is  difficult  to  see  how  any 
fair-minded  man  can  make  any  defense  of  that  theory  after  giving  these  able 
articles  a careful  reading. 

E.  V.  Smalley,  General  Secretary. 

Certain  writers  have  availed  themselves  of  a fine-spun  arithmet- 
ical theory  to  account  for  the  extraordinary  fall  in  prices  during  the 
last  twenty-five  years.  They  assume  that  price's  are  regulated  by  the 
supply  of  money  as  compared  with  the  supply  of  commodities  ; that, 
if  the  stock  of  money  is  relatively  increased,  prices  advance,  and  that, 
if  it  is  diminished,  prices  decline.  Hence,  assuming  that  there  has 
been  a large  relative  diminution  in  the  modern  use  of  silver  money, 
they  allege  that  to  have  been  the  cause  of  the  fall  of  49  points  in 
average  prices  of  commodities  between  1873  and  i8g6  indicated  in 
Sauerbeck’s  chart  of  index  numbers — said  fall  being  about  45  per 
cent  from  that  economist’s  computed  normal  standard. 

This  claim  is  simply  an  a priori  deduction  from  theory.  The 
evidence  from  facts  leads  to  a very  different  conclusion.  The  move- 
ment of  silver  from  1873  to  1895  demonstrates  that  there  has  been 
no  such  suspension  of  the  use  of  silver  as  these  theorists  assume,  but, 
on  the  contrary,  that  there  has  been  a vast  inflation  of  the  volume  of  the 
world’s  stock  of  silver  money,  which  fact  they  adroitly  conceal.  The 
report  of  the  Director  of  the  United  States  mint  shows  that  the  pro- 
duction of  silver  in  all  countries,  from  1873  to  1895,  aggregated 

2.294.943.000  fine  ounces.  According  to  the  same  authority,  the  sil- 
ver coinage  of  all  nations  within  these  twenty-three  years  was  2,225,- 

978.000  ounces,  the  coined  value  of  which  amounted  to  1^2,878,- 
000,000.  The  amount  of  recoinage  included  therein  was  $380,000,000; 
which  leaves  $2,498,000,000  as  the  net  amount  added  to  the  silver 
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circulation  of  the  world,  from  the  current  production  of  the  metal,, 
during  tlmse  twenty-three  years. 
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* * 

refore  follows  that  the  cause  set  up  to  account  for  the  great 
prices — namely,  a large  and  potent  contraction  of  the  use 
:^oin — is  absolutely  non-existent.  There  is  not  the  shadow 
)lance  of  evidence  of  any  such  accident  having  befallen 
s silver  money  ; on  the  contrary,  the  creations  of  silver 
torn  1873  to  1895  have  immensely  exceeded  any  previous 
f that  metal  in  the  world’s  history.  A recent  state- 
e world’s  stocks  of  silver  money,  by  the  Director  of  the 
vs  the  total  in  existence  in  1894  to  have  been  $4,055,000,000. 
lave  shown,  $2,498,000,000  of  that  sum  has  been  created 
, it  follows  that  since  that  year  (1873)  the  world’s  stock  of 
has  been  increased  160  per  cent,  or  to  nearly  treble  its^ 
1873.  This  increase,  as  we  shall  show,  is  eleven-fold  the 
pansion  in  the  foreign  commerce  of  the  world  within  the 
)d  ; and,  from  that  fact,  it  is  inferable  that  the  increase  in 
lation  is  also  correspondingly  in  excess  of  the  increase  in  the 
the  internal  commerce  of  the  several  countries.  It  follows, 
that  for  the  last  twenty-three  years,  the  increase  in  the 
ion  of  the  world’s  money  has  been  immensely  in  excess  of 
f increase  in  the  requirements  for  circulating  medium  ; and 
3 sense,  there  has  been  a most  real  and  enormous  silver  infia- 
Di'ding  to  the  logic  of  these  theorists,  there  should  have  been 
this  $2,498,000,000  inflation  of  silver  money,  a great  rise 
nstead  of  which  we  have  had,  as  above  shown,  an  average 
>er  cent.  These  facts  most  utterly  extinguish  two  perni- 
s — first,  that  there  has  been  a contraction  in  the  use  of 
ey  since  1873,  its  volume  having  on  the  contrary  been 
immeasurably  beyond  all  precedent ; and,  second,  that 
nflation  produces  an  inflation  of  general  prices,  the  course 
laving  actually  run  in  an  unprecedented  measure  in  the 
directly  opposite  to  that  called  for  by  this  quantitative 


* 

% % 


There  is,  however,  another  very  important  set  of  facts  bearing 
upon  this  ([uestion.  The  monetary  inflation  has  not  been  confined  to 
silver.  Tliere  has  been  a contemporaneous  immense  increase  in  the 
stock  of  g )ld  money.  The  Mint  Report  shows  that  the  value  of  the 
world’s  pioduction  of  gold  for  the  twenty-three  years  1873-1895 
aggregatec  $2,728,000,000.  From  data  contained  in  the  Mint  Direc- 
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tor’s  Report  on  the  “ Production  of  Gold  and  Silver,”  we  conclude  that 
the  product  taken  for  the  arts  and  industries  cannot  have  exceeded 
$50,000,000  per  year  for  all  countries;  from  which  it  would  result 
that  the  contribution  to  the  world’s  stock  of  gold  money,  during  this 
period,  is  not  likely^  to  have  been  less  than  $1,580,000,000.  As  the 
stock  of  gold  money  in  the  world  is  now  estimated  by  leading  mone- 
tary authorities  at  $4,000,000,000  it  would  follow  that,  after  deduct- 
ing the  increment  of  1,580  millions  within  these  twenty- three  years, 
the  stock  in  1873  must  have  been  about  $2,420,000,000.  According 
to  these  data,  the  increase  in  the  world’s  circulation  of  gold  since 
1873  has  been  at  the  rate  of  65  per  cent. 

How  does  this  increase  compare  with  that  of  the  world’s  com- 
mercial operations?  Comparing  the  total  foreign  commerce  (imports 
p and  exports)  of  nine  leading  European  countries  and  of  the  United 

States,  we  find  their  combined  total  to  have  been  in  1873,  $10,529,- 
000,000,  and  in  1893  or  ’94,  $12,047,000,000,  the  increase  during  the 
interval  being  $1,518,000,000,  or  at  the  rate  of  14  percent.*  Assum- 
ing the  progress  of  internal  trade  to  have  been  in  about  the  same 
ratio  as  that  of  the  external,  we  may  accept  14  per  cent  as  expressing 
the  rate  of  increase  in  the  value  of  all  commerce  since  1873.  Of 
course,  this  ratio  is  very  far  from  expressing  the  progress  in  the 
♦ quantity  of  commodities  handled.  We  are  dealing,  however,  purely 

with  a question  of  money  valuations;  and  these  facts  show  that  while 
there  has  been  an  increase  of  only  14  per  cent  in  the  sum  of  the  com- 
mercial values  to  be  transferred,  there  has  been  an  increase  in  the 
stock  of  gold  money  available  for  such  settlements  amounting  to  65 
per  cent. 

* 

* * 

Thus  we  find  a huge  inflation  of  gold  currency  simultaneously 
added  to  a still  larger  inflation  of  the  silver  circulation.  Within  twenty- 
three  years,  we  have  an  increase  of  $4,078,000,000  in  the  volume  of  the 
world’s  metallic  money,  of  which  60  per  cent  has  been  in  silver  and 
40  per  cent  in  gold — to  say  nothing  of  the  addition  to  the  paper  cir- 
culation. It  cannot  be  for  one  moment  pretended  that  this  enormous 
inflation  has  been  added  to  accommodate  a corresponding  increase  in 
the  volume  of  commerce;  for  although  there  has  been  an  immense 
increase  in  the  quantity  of  commodities  produced,  yet  the  average  fall 
of  45  per  cent  in  their  market  value  has,  as  already  shown,  limited  the 
increase  in  their  total  money  valuation  to  14  per  cent.  That  this 
increase  in  the  stocks  of  money  has  amounted  to  a vast  superfluous 
supply  is  proved  from  the  following  statement  of  Ottomar  Haupt, 
showing  the  rapid  accumulation  of  stocks  of  gold,  in  the  principal 

*The  accuracy  of  this  computation  is  borne  out  by  a paper  on  “The  World’s  Trade”  by 
Win.  Mulhall  in  the  (London)  Contemporary  Review  of  August.  1S97. 
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the  world,  at  the  end  of  each  year  from  1890 


banks  an<l  treasuries  of 
to  1897: 


i8go $1,510,600,000 

1891  1,669,000,000 

1892  1,788,000,000 

1893  1,895,800,000 


1894  $2,041,100,000 

1895  2,132,600,000 

1896  2,226,400,000 

1897* 2,420,800,000 


* * 

With  n the  last  eight  years  the  accumulations  in  these  reservoirs 
have  rise  1 from  $1,510,600,000  to  $2,420,800,000, — an  increase  of 
$910,200,000,  or  at  the  rate  of  60  per  cent.  This  stagnant  accumulation 
is  equal  to  two-thirds  of  the  world’s  entire  concurrent  production; 
which,  allowing  for  the  large  proportion  required  for  the  arts  and 
manufacti  res  (say  $400,000,000),  is  clear  evidence  of  a fast-growing 
gold  surplus  for  which  there  is  no  adequate  commercial  use. 

We  recapitulate  the  main  facts  of  this  most  extraordinary  of  all 
epochs  in  the  history  of  currencies; 

1.  An  increase  in  silver  coin  of $2,4()8,ooo,ooo  or  160  p.  ct. 

2.  An  increase  in  gold  coin  of 1,580,000,000  or  65  p.  ct. 

3.  An  increase  in  commerce  of 14  p.  ct. 

4.  An  aver  age  fall  in  prices  of 45  p.  ct. 

Thest  data  cover  a continuous  period  of  twenty-three  years, — suf- 
ficient to  afford  a full  and  fair  test  of  the  pretensions  of  any  true  eco- 
nomic th(  ory;  and  we  find,  on  applying  them  to  the  quantitative 
theory, — i amely  that  the  volume  of  the  currency  governs  the  prices  of 
commodit  es, — to  be  in  flat  opposition  to  it  at  every  point  and  through 
the  entire  period.  There  has  been  an  inflation  in  the  stocks  of  coin 
which,  according  to  this  theory,  should  have  been  attended  with 
almost  a c oubling  of  prices.  There  has  been  a decline  in  prices  which 
should  ha  '^e  been  attended  by  an  immense  contraction  of  the  volume 
of  money  but  we  have  had  an  unprecedented  inflation  of  the  cir- 
culating nedium.  Who  is  prepared  to  reconcile  these  facts  with  the 
quantitati^'e  illusion  ? It  is  a pure  fiction  which  it  would  be  a gross 
misnomer  to  denominate  an  economic  principle.  And  yet  this  ridic- 
ulous con(  eit  is  the  foundation  stone  of  free  coinage.  The  depres- 
sion of  th(  times  and  the  great  fall  in  prices  which  has  contributed 
to  it  are  charged  to  have  come  from  the  demonetization  of  silver  and 
a consequimt  contraction  of  the  supply  of  money.  The  foregoing 
facts  shov'  that  these  pretensions  are  stupendous  deceptions. 


♦April  30. 


SILVER  ARGUMENTS  ANSWERED. 


We  are  indebted  to  the  criticisms  of  the  Washington  organ  of 
the  silver  faction  in  politics  for  a welcome  opportunity  to  further 
fortify  the  positions  we  affirmed  in  a recent  article  on  “The 
Quantitative  Theory  of  Money.”  “The  Bimetallist”  argues  that  if 
the  Quantitative  Theory  is  unsound,  as  we  maintain,  then  “ it  follows 
of  necessity  that  it  makes  no  difference  whether  we  have  much  money 
or  little — whether  we  have  a single  dollar  or  ten  thousand  millions, 
prices  will  be  the  same.” 

This  is  a fair  sample  of  the  lawless  logic  of  which  bimetallism  is 
compounded  from  beginning  to  end.  Far  more  certainly,  it  would 
“follow  of  necessity”  that,  if  the  quantitative  theory  were  sound, 
prices  would  be  determined  in  defiance  of  the  regulatory  law  of  sup- 
ply and  demand  in  relation  to  commodities,  thereby  throwing  into 
confusion  the  natural  factors  that  automatically  adjust  production, 
consumption  and  prices.  This  single  consideration  suffices  to  brand 
this  theory  as  an  economic  imposture. 

The  quantitative  dogma,  as  held  by  bimetallists,  is  an  illustration  of 
the  many  ways  in  which  money  is  mistakenly  invested  with  unreal  at- 
tributes and  potencies.  ‘As  a tool  for  effecting  the  exchanges  of  prop- 
erties, money  is,  of  course,  indispensable  ; perhaps  more  so  than  the 
great  co-ordinate  instrumentality  of  credit.  Mankind  having  agreed 
to  make  their  settlements  through  that  agency,  it  is  undeniably  of  the 
first  importance  that  there  should  be  at  all  times  an  adequate  supply 
of  the  various  instruments  included  in  the  general  term  money  or 
currency.  It  is  also  true  that,  in  the  event  of  a real  scarcity  of  these 
tools,  exchanges  might  be  so  far  hampered  as  to  temporarily  depress 
prices  ; and  the  converse  of  that  condition  would  equally  have  a ten- 
dency to  temporarily  enhance  prices.  This  transient  influence,  how'- 
eVer,  is  all  that  can  be  legitimately  claimed  as  to  the  bearing  of  the 
supply  of  money  upon  prices.  But  out  of  this  moiety  of  truth  the 
bimetallists  have  constructed  the  monstrous  fiction  that,  as  an  ever- 
operative  and  all-controlling  law,  the  prices  of  commodities  are  deter- 
mined absolutely  and  continuously  by  the  current  volume  of  money. 
They  claim  it  as  an  economic  law  that  there  is,  or  should  be,  a cer- 
tain fixed  normal  proportion  or  ratio  between  the  volume  of  money 
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and  the  volume  of  exchanges  to  be  effected,  and  that  it  is  the  business 
of  statesman  to  keep  that  ratio  so  adjusted  that  a fall  in  prices  can- 
not occur;  inflexibly  high  prices  being  with  them  synonymous  with 
prosperity  What  that  supposed  normal  ratio  is  they  have  never  yet 
been  able  to  discover;  and,  consequently,  even  were  the  theory  true, 
it  would  1 e impossible  to  make  use  of  it  in  either  the  regulation  of 
the  volum  a of  the  currency  or  the  determination  of  prices,  and  the 
principle  would  therefore  be  practically  worthless — a mystical  mech- 
anism witliout  a known  method  of  working  it  to  a practical  purpose. 

* 

* * 

Moreover,  did  this  theory  really  afford  a measure  of  the  true 
quantitatiA  e proportions  between  the  volume  of  money  and  the  vol- 
ume of  the  exchanges,  its  practical  importance  or  its  potency  to  affect 
prices,  upon  any  general  scale  or  with  any  permanency,  would  still  be 
virtually  nil.  The  potency  of  a given  volume  of  money  must  vary 
materially  with  numerous  conditions  affecting  the  markets.  A state  of 
foreign  war  calls  for  an  increased  use  of  metallic  money  ; the  same 
result  atteids  the  depreciation  of  a State  paper  currency,  or  the  prev- 
alence of  :ommercial  distrust,  or  the  existence  of  panic.  Much  also 
must  depeud  upon  the  current  rapidity  or  activity  of  the  exchanges. 
How  then  is  it  possible  to  steadily  maintain  the  fixed  arithmetical 
ratio  betw  ?en  the  volume  of  coin  and  the  volume  of  exchanges  which 
this  theory  calls  for? 

The  monetary  organism  which  has  been  naturally  evolved  from 
the  wants  of  society  is  something  very  different  from  this  conception 
of  a cast- ii  on  ratio  between  the  volume  of  metallic  money  and  the 
measure  o:  the  exchanges.  Money,  in  its  true  full  sense,  is  the  most 
fluid  and  e astic  element  that  enters  into  the  world’s  exchanges.  It  con- 
sists not  alone  of  the  two  metallic  coinages,  but  of  a still  wider  range 
of  other  irstruments,  interchangeable  with  each  other,  and  each  one 
susceptibl ; of  quick  expansion  or  contraction  of  volume  or  of  substi- 
tution for  3ther  instruments  ; so  that  if  there  be  a curtailment  of  the 
stock  of  one  instrument  of  payment  there  is  an  immediate  compensa- 
tion from  a corresponding  expansion  of  some  otlier  instrument  or 
instrumen  :s.  With  such  a monetary  system,  it  results  that  a steady 
equilibrium  in  the  aggregate  volume  of  instruments  of  transfer  is  eas- 
ily maintc  ined  ; and,  provided,  the  free  play  of  financial  forces  is 
permitted, — in  these  days  of  bank  issues,  of  universal  use  of  checks, 
and  of  ever-widening  ramifications  of  credit, — scarcities  or  redundan- 
cies of  currency  can  be  but  momentary  disturbances  which  automat- 
ically readjust  themselves.  With  monetary,  banking  and  credit  sys- 
tems thus  constituted  and  blended,  how  preposterous  it  is  to  claim 
that  we  ars  subject  to  oscillations  in  the  volume  of  money  of  such  a 
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potency  and  persistence  as  to  have  produced  one  of  the  most  sweeping 
and  continuous  revolutions  of  prices  in  the  history  of  commerce.  I n the 
presence  of  this  vast  and  elastic  mechanism  for  effecting  the  world’s 
exchanges,  the  quantitative  element  in  money  may  be  quite  safely 
left  to  take  care  of  itself,  without  forcing  into  it  an  unlimited  artificial 
inflation  of  depreciated  coin.  Except  for  the  brief  regulatory  intervals 
of  spasm  to  which  all  things  organic  are  subject,  with  such  monetary 
instrumentalities  as  now  exist  the  quantity  of  money  must  always 
correspond  to  the  wants  of  business.  Those  wants  automatically 
determine  the  volume  of  the  exchange  instruments  ; and  instead  of 
prices  being  continuously  controlled  by  the  supply  of  fnonetary  tools,  prices 
themselves  determine  the  supply  of  those  instruments.  It  is  just  here  that 
the  essential  falseness  and  impossibility  of  the  quantitative  theory 
centers. 

* * 

The  bimetallists  seek  to  evade  the  conclusive  force  of  this  reason- 
ing by  excluding  from  the  scope  of  the  “quantitative  theory”  all 
paper  instruments  of  exchange  and  making  it  apply  only  to  metallic 
legal  tender,  or  “ money  of  redemption”  as  they  choose  to  call  it. 
This  is  a mere  trick  to  get  rid  of  a logical  obstacle  which  they  could 
not  in  any  honest  way  surmount.  Also,  by  thus  ignoring  the  immensely 
preponderant  use  of  paper  monetary  tools,  they  are  enabled  to  make 
the  necessity  for  unrestricted  issues  of  silver  seem  the  more  urgent. 
Never  was  a more  dishonest  subterfuge  attempted  under  the  guise  of 
economic  reasoning.  By  what  right  are  all  non-metallic  instruments 
excluded  from  the  problem?  It  is  conceded  that,  by  virtue  of  their 
being  made  a legal  tender  and  thereby  becoming  the  money  in  which 
credit  currencies  are  redeemable  and  foreign  balances  are  settled,  gold 
and  silver  have  a function  and  quality  which  the  paper  instruments  do 
not  possess.  But  metallic  money  is  not  therefore  the  only  money, 
nor  the  chief  in  utility.  On  the  contrary,  it  is  the  currency  which  is 
least  of  all  used  in  the  common  settlements  of  internal  commerce. 
Its  function  is  chiefly  the  comparatively  stagnant  one  of  resting  as 
reserves  in  the  vaults  of  banks  and  of  settling  international  balances. 
The  volume  of  the  supplies  of  gold  and  silver  has,  within  the  last 
25  years,  enormously  exceeded  the  comparatively  small  increase  in 
these  specific  requirements;  which  is  proved  beyond  all  reasonable 
question  by  the  fact  that,  within  the  last  eight  years,  the  stocks  of 
gold  alone  in  the  banks  and  treasuries  of  the  world  have  been  increased 
$910,200,000,  or  at  the  rate  of  60  per  cent,  whilst  there  has  been  no 
such  increase  in  the  requirements  for  reserves  and  still  less  for  inter- 
national settlements.  This  fact  undeniably  demonstrates  that  we  are 
in  the  midst  of  a stupendous  and  growing  inflation  of  metallic  money; 
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which  sho  ild  be  regulated  by  the  suspension  of  coinage  of  over-valued 
silver  mor  ey,  if  a just  and  wholesome  relation  between  the  volume  of 
metallic  a id  paper  money  is  to  be  maintained.  In  view  of  these  facts 
affecting  tlie  demand  and  supply  of  metallic  money,  it  is  a monstrously 
false  assumption  to  pretend  that  we  need  an  unrestricted  coinage  of 
silver  to  prevent  a further  decline  in  prices,  or  to  force  a restoration  of 
prices  to  tieir  old  normal  level,  in  defiance  of  the  beneficent  revolu- 
tionary foices  that  have  produced  a new  normal  level  of  cheapness. 
That  a fiction  which  thus  hoists  the  shibboleth  of  “dearness” 
should  ha’-e  attracted  a large  popular  following  is  one  of  those  self- 
contradict  ons  into  which  the  consuming  masses  are  led  with  very 
surprising  facility. 

* 

* * 

We  hj.ve  shown  that,  since  1873,  the  world’s  stock  of  silver  coin 
has  increased  160  per  cent  and  that  of  gold  coin  65  per  cent,  whilst 
prices  hav  j concurrently  fallen  45  per  cent  and  the  value  of  inter- 
national cc  mmerce  has  increased  only  14  per  cent.  “The  Bimetallist’" 
does  not  deny  these  pregnant  facts,  but  seeks  to  parry  their  fatal 
conflict  w th  the  “quantitative  theory”  by  a series  of  petty  subter- 
fuges. It  objects  that  the  increase  in  the  internal  trade  of  the  nations 
cannot  be  iieasured  by  the  rate  of  14  per  cent  that  has  occurred  in 
their  external  traffic,  because  certain  countries  have  recently  favored  a 
policy  of  p otection.  Our  critic,  however,  fails  to  show  that  this  policy 
has  actually  limited  the  imports  of  the  countries  adopting  it,  whilst 
the  oppos  te  might  easily  be  demonstrated.  Also,  it  finds  it  con- 
venient to  omit  any  mention  of  the  offset  arising  from  the  important 
treaties  th;.t  have  been  contemporaneously  adopted  for  the  extension 
of  international  trade  and  have  actually  had  that  effect.  Moreover, 
if  it  were  conceded  that  this  tariff  policy  has  diminished  foreign  com- 
merce, the  conclusion  would  be  that  it  has  so  far  reduced  the  needs 
for  metallic  money  in  the  international  exchanges. 

* 

* * 

“The  Bimetallist”  objects  that,  in  our  measurement  of  the 
volume  of  he  world’s  commerce,  “ values  only  are  given  when  in  fact 
quantities  ire  what  should  be  considered.”  This  is  but  another 
attempt  to  ivade  the  real  point  at  issue.  In  the  first  place,  no  specific 
data  exist  for  making  a quantitative  computation  of  the  world’s  com- 


merce, not  even  approximately.  In  the  next  place,  if  such  data  were 
ascertained,  they  would  afford  no  direct  help  to  the  solution  of  this 
question.  ’ The  essential  factors  to  be  dealt  with  are  purely  monetary; — 
first,  an  unprecedented  increase  in  the  world’s  stock  of  coin;  second 
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a small  increase  in  the  money  valuation  of  the  world’s  commerce;  and, 
third,  a fall  of  nearly  one-half  in  prices,  or  of  the  money  value  of 
products.  Now,  the  bimetallists  tell  us  that  an  increase  in  the  sup- 
ply of  metallic  money  produces  a rise  in  prices,  and  vice  versa. 
Well,  be  it  so.  The  facts  are  that  we  have  had  a duplication  of  the 
volume  of  the  world’s  coin,  and  yet  prices  have  simultaneously  fallen 
45  per  cent, — which  is  the  direct  opposite  of  what  this  theory  teaches 
should  have  happened.  This  grand  contradiction,  it  behooves  the 
silver  advocates  to  explain  before  they  can  expect  to  be  believed. 

But,  at  this  point,  “The  Bimetallist”  puts  in  the  plea  that  “the 
quantity  of  products  to  be  handled  has  been  increased;”  and  that 
increase,  it  seems  to  suppose,  may  have  been  about  100  per  cent.  If, 
by  this  demurrer,  it  is  meant  to  intimate  that  the  duplication  of  the 
quantity  of  products  called  per  se  for  a doubling  of  the  volume  of 
coin,  then  we  have  simply  an  adroit  attempt  to  play  a trick  upon 
popular  ignorance;  for  it  is  necessarily  the  money  valuation  of  com- 
merce, and  not  its  quantitative  volume,  that  determines  what  amount 
of  instruments  may  have  to  be  used  for  effecting  a given  sum  of  ex- 
changes. But  even  conceding  what  “ The  Bimetallist  ” seems  here 
to  imply, — viz.,  that  an  increase  of  100  percent  in  metallic  money  was 
needed  to  provide  for  an  increase  of  100  per  cent  in  the  quantity  of 
products  to  be  exchanged, — what  becomes  of  the  fall  of  nearly  one- 
half  in  prices?  The  increase  in  metallic  money  has  occurred,  but 
the  effect  for  which  it  is  said  to  have  been  needed,  viz.,  to  sustain 
prices,  has  not  appeared,  but  a directly  opposite  effect.  How  is  that 
incongruous  outcome  to  be  accounted  for?  What  produced  it? 
Certainly  not  any  insufficiency  in  the  stock  of  money; — for  does  not 
our  censor  concede  that  the  stock  of  coin  was  increased  equally 
with  the  quantity  of  products?  Certainly  not  from  an  insufficiency 
of  mon^  as  compared  with  the  money  valuation  of  the  world’s 
exchanges;  for  we  have  shown  that  while  the  stock  of  coin  has  been 

about  doubled  the  increase  in  the  money  volume  of  trade  has  been 
only  about  14  per  cent. 

* 

* * 

Our  contemporary’s  theory  involves  it  in  contradictions  with 
fact  and  in  logical  perplexities  from  which  it  can  find  no  escape  but 
through  a frank  admission, — (i)  That  the  fall  in  prices  has  happened 
virtually  independently  of  monetary  causes,  that  is  through  the  econ- 
omies of  modern  invention  having  reduced  the  costs  of  production,  on 
the  average,  approximately  about  one-half;  (2)  That  the  reduction  in 
prices  thus  caused  accounts  for  the  remarkable  failure  of  the  money 
valuation  of  commerce  to  increase  in  its  former  normal  ratio;  (3).  That 
the  fall  of  prices  having  been  caused  by  influences  incident  to  a revolu- 
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tion  of  unpi  ecedented  magnitude  in  the  world’s  productive  forces,  there 
is  no  room  for  the  assignment  of  causes  connected  with  the  supply  of 
coin;  and  (^)  That  the  “ quantitative  theory  ” is  utterly  discredited  by 
the  fact  that,  through  an  unbroken  period  of  twenty-three  years, 
prices  hav  j steadily  and  greatly  fallen  under  conditions  of  money 
supply  whi:h,  according  to  that  doctrine,  should  have  caused  them 
to  advance  n an  unparalleled  degree.  This  sole  fact  gives  the  “ quan- 
titative the  jry  ” its  death-blow. 


* 

* * 

It  migtit  much  enlighten  bimetallists  if  their  Washington  organ 
would  candidly  answer  the  following  questions: 

(i.)  ^^hy  have  the  silverites  systematically  ignored  the  cardinal 
fact  that  st  jam,  electricity  and  new  inventions  in  machinery  have,  on 
the  average , reduced  the  costs  of  production  by  approximately  one- 
half? 

(2.)  How  could  such  economies  in  production  have  failed  to 
correspond  ngly  reduce  prices;  for  is  not  the  cost  of  production  the 
chief  factor  in  determining  prices? 

(3.)  I:  the  fall  in  prices  were  large  enough  to  admit  of  an 
approximate  duplication  of  the  quantity  of  products  without  appreci- 
ably increa  ling  the  money  value  of  such  doubled  product,  what  need 
would  then  be  for  the  duplication  of  the  world’s  stock  of  coin  which 
we  have  sh  Dwn  has  actually  occurred? 

(4.)  I the  w^orld  has  reached  a new  normal  level  of  cost  of  pro- 
duction, approximately  50  per  cent  below  that  existing  a quarter  of 
a century  ago,  can  it  be  necessary,  even  upon  the  “quantitative 
theory,”  tc  keep  up  the  volume  of  money  to  the  former  relative 
standard?  Might  we  not  safely  reduce  our  duplicated  stocks  of  this 
costly  metallic  currency  so  as  to  more  nearly  conform  them  to  the 
now  norma  level  of  prices? 

(5.)  I:,  it  wise  statesmanship,  under  the  existing  superfluous 

supply  of  metallic  money,  to  spend  $450,000,000  per  year,  and  pros- 
pectively m ich  more,  in  providing  mere  tools  of  exchange;  especially 
as  w’e  thereby  force  out  of  use  equally  safe  and  available  credit  instru- 
ments whic.  1 cost  nothing? — an  effect  which  has  been  apparent  in  the 
decrease  of  $612,000,000  in  the  “uncovered”  notes  alone  of  eleven 
European  States  and  the  United  States  within  the  last  twenty-three 
years. 

(6.  ) Is  not  the  world’s  present  inflated  stock  of  coin  suffi- 
cient to  afford  an  ample  basis  for  enough  sound  bank  circulation 
to  satisfy  t le  normally  advancing  requirements  of  the  next  ten  to 
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fifteen  years,  and,  if  so,  what  need  is  there  for  further  coinages  of 
silver? 


On  the  principle  that  the  number  of  counts  rather  than  their 
gravamen  gives  strength  to  an  indictment,  “The  Bimetallist”  intro- 
duces a series  of  minor  pleas,  some  of  which  are  true,  some  partly 
true  and  others  inexcusably  false.  It  says  that,  in  stating  the  amount 
of  silver  coinage  since  1873,  we  failed  to  indicate  the  character  of  the 
coin  or  where  it  was  coined.  If  these  omissions  conceal  any  facts  of 
value  to  our  contemporary’s  case,  why  does  it  not  furnish  them?  We 
may,  however,  state  for  its  information  that,  according  to  coinage 
authorities,  the  world’s  silver  coin  consists  of  15  per  cent  subsidiary 
and  85  per  cent  legal  tender.  If  this  was  not  the  ratio  maintained  in 
the  world’s  coinage  betw^een  1873  and  1894  our  critic  is  free  to  give 
more  accurate  figures.  “The  Bimetallist’s”  inquiry  as  to  the  coun- 
tries in  which  the  increase  of  silver  coinage  has  occurred  is  not  calcu- 
lated to  help  its  case.  In  India,  the  coinage  of  full  rupees  between 
1873  and  1893,  inclusive,  amounted  to  the  equivalent  of  $646,000,000. 
The  net  imports  of  the  metal  into  China  for  the  five  years  1881-5 
averaged  $7,000,000  per  year,  which  for  the  twenty-three  years  we 
are  considering  would  amount  to  $161,000,000,  assuming  it  to  have 
been  all  coined,  which  is  probably  far  from  the  truth.  This  is 
the  nearest  estimate  for  China  which  available  statistics  enable  us  to 
make.  Japan  exported,  between  1872  and  1895,  $17,400,000  more 
than  she  imported.  Thus,  it  may  be  said  that  the  silver  coinage  of 
the  three  great  Asiatic  silver  countries,  since  1873,  can  hardly  have 
exceeded  $800,000,000.  The  remainder  of  the  $2,498,000,000  of  the 
world’s  silver  coinage  within  twenty-three  years  (/.  e.  $1,698,000,000), 
must  have  been  done  in  Europe  and  in  the  United  States  and  other 
American  countries.  Thus,  the  increase,  since  1873,  in  the  silver 
stocks  of  the  non-Asiatic  countries  has  exceeded  the  concurrent  new 
gold  coinage  of  the  whole  world.  Yet  our  contemporary  regards 
this  as  a very  inadequate  extent  of  silver  inflation  in  the  countries 
which  it  says  “we  must  chiefly  consider  in  dealing  with  this  ques- 
tion,” and  its  friends  even  tell  us  there  has  been  a large  contraction  in 
the  world’s  volume  of  silver  money. 

“The  Bimetallist  ” says  “there  has  been  $570,000,000  of  silver 
coined  in  the  United  States,  but  this  has  neither  been  coined  as  full 
legal  tender  nor  treated  as  such.”  This  is  one  of  the  too  numerous 
• ■ falsehoods  unblushingly  circulated  by  the  silverites.  In  law,  the 
silver  dollar  is  as  completely  a legal  tender  as  the  gold  dollar.  No 
citizen  can  refuse  it  in  settlement  of  a debt  payable  in  lawful  money 

of  the  United  States.  If  it  is  discriminated  against  in  any  quarter 

as  it  certainly  is  and  ought  to  be — it  is  solely  because  of  its  intrinsic 
large  depreciation,  a very  cogent  and  sufficient  reason. 
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As  to  the  gold  branch  of  this  metallic  inflation,  we  have  shown 
that  the  p-oduction  for  the  last  twenty-three  years  has  been  $2,728,- 
000,000,  ard  that,  accepting  the  estimate  of  respected  authorities  that 
$50,000,000  yearly  of  this  metal  goes  into  consumption  in  the  arts, 
there  woul  i remain  $1,580,000,000  of  it  for  coinage.  Our  unscrupu- 
lous censoi,  with  no  suggestion  of  proof,  deducts  from  the  production 
$20,000, 00c  per  year  more  for  the  uses  in  the  arts  than  any  compe- 
tent authority  concedes.  It  also  filches  another  $10,000,000  per  year 
for  recohiago.;  although,  from  the  nature  of  the  statistics  adduced,  all 
the  coinage  under  consideration  must  be  from  new  metal.  By  these 
adroit  tricks,  our  contemporary  surreptitiously  reduces  the  amount  of 
gold  availaDle  for  coinage  by  $690,000,000— a deliberate  feat  of  sta- 
tistical legerdemain. 

While,  out  of  respect  for  authorities,  we  have  accepted  $50,000,- 
000  as  the  3 early  consumption  of  new  gold  in  the  arts,  there  is,  in  our 
judgment,  jood  reason  to  doubt  whether  that  estimate  does  not 
exceed  the  sum  actually  so  appropriated  from  the  production.  For, 
as  we  have  shown,  that  appropriation  leaves  only  $1,580,000,000  for 
the  twenty-  hree  years’  coinages;  whereas  high  authorities  report  an 
increase  in  ;he  European  stocks  of  gold  coin  much  in  excess  of  that 
sum,  as  wil  appear  from  the  following  statement  of  stocks  in  eleven 
European  nations  and  in  the  United  States  and  Australia  in  1873  and 
1896  respec  lively,  presented  in  the  United  States  Mint  Report: 


Stock  in—  1873.  1896. 

United  States $135,000,000  $672,200,000 

Great  Britain  160,000,000  584,000,000 

France 450,000,000  772,000,000 

Germany 160,200,000  675,000,000 

f^'^ssia 149,100,000  488,600,000 

20,000,000  100,400,000 

Belgium 25,000,000  50,000,000 

Netherlands 12,000,000  26,800,000 

.\ustria-Hung  35,000,000  167,200,000 

Australasia 50,000,000  130,000,000 

Denmark 4,ioo,(X)o  16,500,000 

Sweden 1,800,000  8,500,000 

Norway 7,600,000  7,500,000 

Total $1,209,800,000  $3,698,700,000 

Increase 2,488,900,000 


Accordiig  to  this  computation,  there  has  been  an  increase  in  the 
stocks  of  go.  d in  these  thirteen  countries  amounting  to  $2,488,900,000  . 

within  the  U/enty-three  years.  As  this  is  only  $439,500,000  less  than 
the  world’s  jiroduct  within  the  same  period,  the  stock  in  this  group 
of  states  apparently  may  have  been  in  some  degree  swelled  by  trans- 
fers from  Asiatic  countries.  Yet,  in  the  face  of  these  authoritative 
statistics  shewing  an  increase  of  approximately  2,000  millions  in  the 
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world’s  stock.  “ The  Bimetallist  ” tells  us  the  world’s  increase  of 
gold  coin  has  been  but  $890,000,000  ! Another  specimen  of  the  bold 

falsifications  upon  which  the  advocates  of  free  silver  bolster  up  their 
fictitional  case. 

The  Bimetallist  says  that  $75o>ooo»ooo  of  these  large  new 
stocks  of  gold  has  gone  into  idle  hoard  in  Russia  and  Austria,  thereby^ 
neutralizing  the  circulatory  efficacy  of  so  much  of  the  new  supplies. 
Without  stopping  to  correct  a large  exaggeration  of  the  acquisitions 
attributed  to  these  two  countries,  it  may  here  suffice  to  say  (i)  that, 
in  the  case  of  both  nations,  the  increase  in  their  stocks  of  the  yellow 
metal  has  enabled  them  to  consolidate  their  finances  and  credit  and 
to  escape  the  dangers  of  silver  in  their  currency  systems  (which  is 
the  real  cause  of  offense  to  the  bimetallists);  and  (2),  that,  allowing  for 
these  withdrawals,  there  must  still  remain,  according  to  the  tabula- 
tion of  comparative  stocks  just  given,  an  increase  of  available  gold  in 
the  world  amounting  to  close  upon  $2,000,000,000.  We  have  shown, 
on  the  authority  of  Ottomar  Haupt,  that  $910,000,000  of  these 
accumulations  have  gone  into  the  banks  and  treasuries  within  the 
last  eight  years  a result  which  never  could  have  happened  except 
under  the  condition  of  a large  superfluity  of  supply^. 

We  submit  that  the  foregoing  facts  and  statements  of  principle 
warrant  the  conclusion  that  bimetallism,  as  represented  by  its  Wash- 
ington organ,  is  a compound  of  false  theory  and  false  presentations 

of  statistical  facts  most  discreditable  to  the  economic  morals  of  its 
supporters. 
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